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rey aa? AAA met poses hts Us Ss Wheat Price 
The world price me wneat at Liverpool on July eo, 1959, Was Only 48% 


cents a bushel, the lowest since 1592, Normally, the U. S. farm price is 
about 29 cents below the Liverpool price in years when United States exports 


are about 118 million bishels of wheat. If the U.S. wheat farm prices were 


as much below Liverpool as usual, wheat farmers would be receiving only 20 to 
25 cents a bushel, 


In the face of a world wheat Rae e trae which finds the world with a 


‘billion bushels more wheat than is needed, United States farmers, with the 


aid of the AAA program, are receiving a. domestic price for wheat from e5 to 
55 cents a bushel above the normal relationship to the world wrices ~ ine 
following table shows the relationship of the Liverpool price to the average 
farm price in the United States from June 1938 through July 19359. 


AVERAGE U.S. | AVERAGE 
MONTH FARM PRICE LIVERPOOL 
PRICE ca DIFFERENCE 
June Tope. 7 6g. 7 , LoCo? — 31,0 
July 60.8) Oe ae - 51.4 
August. Sis 684.7 —- 34,0 
| Export ‘subsidy and loan program announced 

September De. we Pes.) — 26.5 
October aan 75.4 wees 
November inate tein ‘ ay , 66.5 ane se, 
December 53.6 59.9 - 6,3 
Decrease winter wheat seeding indicated (Dec. crop report) 
Januaryy 1939 a Bila be 61.8 - 4.7 
February 56.9 64,7 ; . | oo 
March BOs ae ie Sted | - 23 
April Di. 60.6 ae re 
May 63.0 63.6 = Pe 
June 6245 64.8 oe ras. 
July O00 fa NaS f ge 


a sea enschede en Pa a a 


1/ Converted at monthly average rates of exchange. 
2/ Average of eight daily quotations, July 1 to July £5, 1959. 


World Supplies Largest on Record -~ The 1939 world wheat production is 
now tentatively placed at 4,090 million bushels, excluding the production in 
Russia and China. While this production is 480 million bushels less than 
last year's record production, 4 carty-over on duly 1, 1939 of 1,200 million 
bushels—~double that of 1938--makes a proépective world wheat supply of 
5,290 million bushels, the largest on recérd: 


World disappearance of wheat for 1938-39 is about 4,000 million bushels, 
If the next year's disappearance continues en that level, July 1, 1940 will 
find another 1,200 million bushels carry~over, 


Program Principal U. 8. Price-supporting Factor -- The AAA wheat pro- 
gram, inc ng the acreage adjustment, the wheat Loan and the export subsidy, 
largely accounts for the relatively better position of the United States price. 


An analysis by the Department of Agriculture in the “Agricultural 
Situation" states: "We can discern n» appreciable effect of the United States 
wheat export subsidy upon the world price of wheat... Rather we feel fairly 
confident that its results have been mainly to increase domestic prices." 


Farmers Adjust Acreage ~~ United States farmers reduced their seedings 
for 1939 by 19 percent under the year before. Spring wheat farmers reduced 22 
percent and winter wheat farmers 18 percent. While the acreage of wheat seeded 
for harvest in 1939 was in excess of the 65,000,000 acreage allotment, the acre- 
age actually being harvested will be about that amount. 


Production 731 Million Bughels -~ The August crop report estimates 
domestic wheat production in 1069 ab 731 million bushels. This is 200 million 
bushels below the 1938 crop and is only slightly over the U. S. disappearance 
during 1948-39. 


Eowever, with a July 1, 1939 carry-over of 254 million bushels, of which 
200 million bushels is hard winter and hard spring wheat, the total domestic 
supply is still more than ample. 


Indications are that the carry-over next July will be reduced by about 
the amount of wheat which is sold for export during the current marketing year. 


Loan Program Progressing -- In the fall of 1938 about 86 million bushels 
were placed under lean. Preliminary estimates from States for this year's 
program indicate considerably acre wheat going under the loan this year than 
last. Le ee ee a ae 


Features of this year's program, which is getting under way. four to six 
weeks earlier, include a slightly higher loan rate in the Great Plains and the 
Pacific Northwest and an increased allowance for protein content in excess of 
13 percent, 


The Commodity Credit Corporation reports that it has received on 
August 18 a total of 69,042 loans completed; but many more are in the process 
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ef being made. Those leans were made on 45 million bushels of wheat and 
amounted to 33 million dollars. i 


Export Sales Total 118,054,000 -- The sales of United States whoat anc 
fleur for export totalod approximately 118,054,000 bushels for the fiscal year 
ending June 30, 1939. These sales inaluda 90,168,000 bushels of wheat and 
27,886,000 bushels of wheat in the form cf flour. Of the total quantity sold, 
approximately 106 million bushels had been exported by June 50. 


Sales of approximately 93,754,000 bushels of the 118 millicn bushels 
sold for export were assisted by the Federal export program. This number in- 
cluded 24,085,811 bushels in the form of ficur and the rest as wheat. The 
cost to the Gevernment of the export subsidy was $25,700,0006 


The Program Means Higher Farm Income -- Canservative estimates plage 
the benefits of the wheat program at more ‘han 20 sents per bushel on the 
eatimatee amount whioh would nermally have been marketed during the months of 
the past marketing year in whieh the export and loan programs were an opers” 
ation. If the present spread botween the domestic farm price and the Liver- 
pool price continues at about %0 cents per bushel above normal, the value of 
the present crap of 751 million bushels will be inoreased by ot least 200 
million daollars.e The AAA eooperator will have benefited from a lean on his 
wheat and he will be eligible to receive 28 cents a bushel in parity and 
conservation payments. In ether words, the AAA qwoperator in the main wheat 
States will realize at least 80 to 90 sents a bushel for his wheat this yeare 


r940 Rate of Payment on Wheat te be Lewer -- The ACP rate of payment 
will be lower in 1940. Preliminary estimates indicate the ACP and the parity 
payment in 1940 will be between 18 and 22 sents a bushele. Chief reasons for 
lower payment are: 


(1) larger Allotment -- In 1939 the national wheat aegreage allotment 
was 55 million acres and the 1940 allotment is 62 millien avres; consequently, 
the wheat money must be divided among more acres. Also, sinee the method used 
for distributing available money among basic crops takes into consideration 
the adjustment in acreage, the portion available to wheat will be less than 
in 1939. 


(2) Greater Participation -- More participation in 1940 means that 
more producers will receive their part of the money going to wheat farmers 
The participation in 1939 exceeded that of 1938, and 1940 participation will 
probably be even greater than in 1939. 


The AA Act provides a definite formula for distributing the funds te the 
various crops; accordingly, the same method for distributing the funds will be 
used in 1940 as was used in 1938 and 1989. 


Advances Aid in Insuranco Drive -- Farmers who are partioipating in 
the 1940 Agricultural Cons ervation Program can now get advances on future 
payments to finance crop Snsurance premiums. Under the plan the AAA will 
pay direct to the Crop Insurance Corporation the amount of the crop in- 
surance premium due for the growers This amount then will be deducted frem 
future ACP payments which may be earned? by the grower. The request for the 
advanee must be filed with the orop insurance applications. 
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The closing date for the acceptance of winter wheat crop insurance 
applications and the payment of premiums in the Bast Central Region has been 
announced by the Federal Prop Insurance Corporation as September 30. 


In announcing the date, pratense should be given to the fact that 
farmers can not apply for winter wheat crop insurance after the crop. is seeded, 
and that the applications have to te on file in the county office before the 
closing date for the county. 


INFLUENCE OF EUROPEAN CRISIS 


Committeemen recently sn ele statements by Secretary of ieecdeere 
Henry A, Wallace and Administrator R. M. Evans relating to the present 
Huropean crisis. The following information gives an indication of the proba- 
ble effect on wheat of a European war: 


(1) In 1914 at the outbreak of the World War, the world had a 
wheat supply of 3,700,000,000 bushels. This year (1939-40) 
the supply of 5,300,000,000 bushels is the largest in all 
history. The present world surpluses are more than enough 
to supply a year's export needs. 

(2) Since the time of the World War, European countries have 
expanded their wheat acreage and production. They are now 
more self-sufficient in wheat production than at the opening 
of the World War, 


WORLD WHEAT PRODUCTION OUTSIDE OF UNITED STATES 
(U.S.S.R. and China excluded) 


Million. Bushels, i.e.-, 000,000 omnes 


1912 -- 2,410 1927 oe see 


1913 -- 2,378 1938 -- 3,641 
1914 =~ 1,987 1939 -- 3,402 


1915 -- 2,511 
1916 -- 2,082 


(3) The increased production and the tremendous reserve supplies of 
wheat stored by European countries in preparation for war make 
it probable that there will be little immediate increase in world 
wheat trade over that of the last few years. 


(4) Exports of wheat from the United States during the World War 
‘years reached a peak in the marketing year 1914-15 (the year 
when world production outside of the U. S. fell below 2 billion 
bushels). The exports then declined each year during the rest 
of the war. 
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UNITED STATES NET EXPORTS OF WHEAT 
(Marketing year beginning July Ae) 


1912-13 =~ 143,948,000 bushels 
1913-14 -~ 146,306,000 bushels 
1914-15 -~ 335,162,000 bushels 
1915-1% -- 239,591,000 bushels 
1914-17 -- 181,067,000 bushels 
1917-18 «- 102,775,000 bushels 
1918-19 -- 276,615,000 bushels 


Wheat prices rose during the first year of the World War, but fell 
in the second year. The marked increase in wheat prices eccurred 
during the general inflation that began in the third year of the 
War and ended in the price collapse and depression of 1921. 


UNITED STATES FARM PRICE OF WHEAT 


15TE OF TEE MONTE 1914 1915 1916 1917 

January 81.3 118.8 108.4 Loee¢ 
February 82.4 ao 108.4 164.6 
March 83.6 132.6 100.8 pote 
April 84.0 2oOD<& £00.62 218.0 
May 84,2 Ooo LOL ee Balsa 
June 80.6 path cers 96.5 264.3 
July "Ge 104.6 100.0 204.5 
August 84.9 100.8 RSs: 219.3 
September 93,4 93.0 1383.8 205ice 
October 95.4 S620 147.4 200.3 
November 97.9 Gad 159.4 200.4 
December 16452 97.4 LBB. 201.4 


The United States in 1939 harvested a crop from 55 million 
acres, and for 1940 has a national wheat acreage allotment 
of 62 million acres-~-adequate for all prospective needs. 


UNITED STATES WEEAT ACREAGE 


(harvested) 
1913. -- 52,012,000 1938 -—- 70,200,000 
1914 -- 55,613,000 1939 == 55,000,000 
1915 -- 60,303,000 1940 -= 62,000,000 (allotment or 
1916 -- 53,510,000 seeded basis) 
1917 -- 46,787,000 


To a July 1 carry-over of 254 million bushels, United States 
wheat farmers added a 1939 crop of 731 million bushels to make 

a supply of 985 million bushels. This compares with the average 
annual wheat supplies of sbeutt913 million bushels for the period 


of 1923-28. 


(5) 


(8) 


The acreage allotment at average yields will produce approximately 
750 million bushels which would provide ample supplies for all 


domestic needs and all prospective exports and still leave on 
hand = carry-over near the present ‘a beta 


In the present war crisis, the wheat cand of the United States 
have reason to take stock of their position. They need to study calnly 
the facts of the situation in order to avoid hasty action which may lead 
to dislocation of their farm plant. They should bear in mind that the AAA 


wheat program is a flexible program able to make the necessary adjustments 
as fast as suth adjustments are advisable. 


